DOCUMENT RESUME 



ED 211 v 656* 

AOTHOP 
TITLE* 

INSTITUTION 
POE 'DATE 
NOTE i 



EDFS PRICE 
DESCRIPTORS 



IILENTIFIEPS 



f 



' * 0$ C22 OSU 

* 

Amlung, Susan, Ed. 

Federal School Funding: Does New York Stand a 
Chance? % • " 

Educational Priorities Panel, New Ycrk, N* Y* 
Nov 8T 

6Up.; Not available in paper copy due tc reproduction 
'quality of or iginal *doci*jnent«. 

MF01 Plus Postage. PC Not .Available freer ED F S . 
Eudgeting: Disadvantaged Yfcuth; *Ed ucat ional Finance: 
Elementary Secondary Education: Federal Aid; ^Federal 
Legislation; Financial Policy; Government Ecle; 
♦Fesource Allocation: *School Districts; *State 
Legislation; Statistical Data 

Block Grants; *New York; *New Yofk (New York); ifew 
York State Education Eepar tment ; Omnitus* 
reconciliation Act 1981 



A BSTR ACT 



secondary educa 
Ytfrk Court of A 
over Federal f 
Omnitus* Eudget 




This report discus ses the impact on elementary and 

in Ney York State and New York City of: (1) a New 
s decision to grant State Legislature control 
eceived by the Sta'te; and (2) passace of the 
ciliation Act providing block education grants to 
States. T?he Report provides background information cn klocjc- grants 
and on the general implications of the Federal budget changes; 
presents data cn past Federal' education assistance tc New Ycrk State 
'and New York Cit y ; 'analyzes current authorization levels, proposed, 
additional cuts and their pro jected .impact : and examines the 
administrative portion cf the budget of the New York State Education 
Department and the distribution of its 'services to schcel districts. 
It concludes that the legislative changes, along with the reduction 
ifi tctal Federal funding, will hav^e negative effects cn the support, 
coordination, and delivery of public services , incl uding ,pu tlic 
education, especially in New York*City. Some recommendations are 
forwarded to ensure that thje city continues to receive a fair share 
of Federal 'education funding. (Authcr/MJL) 



\ 



*************************** ********************************************* 

* ; reproductions supplied by EDPS are the best that can be made * 

* - from the or iginal .document* w * * 

:********* ******o< ******** ************** 




T 



THE 

Educational 

Priorities 

Panel 



rvj 

UJ 



FEDERAL SCHOOL 

FUNDIN ,llcon0«UBU 

♦ 7 

Does New York Stand a Chance? 



November 1981 



UA DCPAffTMBff Of EDUCATION 

NATIONAL INSTITUTE OF EOUCATON 
EDUCATIONAL RESOURCES INFORMATION 
CENTER (ERIC) 
The) document Km been reproduced *t 
r *ce»ved from the pereon Of organization 
ong^eting it 
t>**»*Of change* have been made to improve 
reproduction ouaWtv 

• Ponti of vww or colons stated in mt* docu 
ment do not nece4|anrv represent omcwl NlE 
POfction of policy 



Project' Director : 
Consultant : 
„ * Editor: 



Robin Willner 
Jamas Meier 

Susan Afnluna 



vo 
o 

^^OUCATONAL. 

'5^pqop<Ties 5 • 

*ERIC v 



Htitn C Htiitr, Coordinator 

95 M*di*o« Awvnt* 
N*» Vbfk NY 10016 
C12)*aS-3M3 

lNTe*PACE.$u<* 
251 Ptrk A»*fiu* South 
H*» NY 10010 
(213)174-2121' 



FEDERAL SCHOOL FUNDING: 
Does New York Stand a Chance? 



Contents 



Summary • • • . • * 




♦ 



i 



3 



1 



deral funding: Background • • • , • • 7 

^ral Educatio^Funding in New York City and State: 
iges and Projections • 18 



.III. State Education Department: Administration Costs and 

Services , • 31 

* 

IV. Conclusion . . . • ^ • ^ . . * . . . ^3 



T 



\ 



FEDERAL SCHOOL FUNDING: DOES NEW YORK STAHB^X CHANCE? 

S UMMARY 
% t 

t 

Background 

recent events, one much m9>re heralded than the other, are 
' apt to change 1 the nature of .the fiscal relationship between New 

York State and the federal government for decades to come. 

\ 

On July 6, 1981 the Court of Appeals, the highest court in 
. % New York State, by a narrow Majority , decided a -case relating to 
the role of the State Legislature in allocating federal funds.* 
This apparently technical and^ mundane decision attracted little 
public interest. ' 

\ N Three weeks later, 'the two branches pf the United States Congress 

cam* to agreement ori the "Omnibus Budget Reconciliation Act .of 1981, " . 

t ' 

completing the first stage of the budget process initiated by 
President Reagan during his first term in office.* Passage and 
presidential approval of the Act, tpgether with the political 
battles fought* during the preceding months- attracted a great deal 
of public notice* 

. Both event, will- have a significant impact on the operation 
of" government in New^York State and the nature, responsiveness and 
quality of services provided to New ¥orkers. Taken together the 
effects are more complicated^ and perhaps compounded. 

In brief, the action bjfc the New York State Court of .Appeals 
decided that the S*tat. .Legislature is entitled to gome control over 
federal funds the state 'receives. In effect the Legislature, rather 
than the Executive Branch, will now have to appropriate all federal 
* fund*.. Where those federal funds provide 'broad latitude* in their 
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application — «as^ do block grantf the political battles are 
iikely to be - intense. On the national level, the Reconciliation Act 
lays out the block "grants which Reagan had promised (and probably more 
to come in subsequen^ years) and gives a preview of .the extensive* 4 ^ 
federal budget cuts which are sure to follow shortly. 

It should be noted at the outset that the long-term consequences 
of thede events are by no means clear. The. final budget for 'the next 
fiscal year and the extent of the cuts in federal programs as of this 
writing has not yet been determined; Nevertheless it seems certain 
that vast changes will occur. In the r^ear future,, those changes will 
be more the result of the cuts in the total allocations than of the 
change to the block grant concept. It is those short term impacts on 
which this report will concentrate. 
* 

Report Scope 

^ •> 

This report focuses on only a small segment of* the total federal 

f 

funding picture: .that* part which deals with elementary and secondary 
^education in New York State, with special attention to New York City. 
Past federal funding patterns were % analyzed within the framework of 
the forthcoming program changes. The amount, proportion and t ^ n( ^ °^ 
federal education program allocations to New York State and New York 
City were examined to provide a data base for assessing the elementAAr _ 
and secondary e&udttion block graats and funding levels once those 
are established. Particular attention was paid to the portion of the 
New York State Education Department budget devoted to the administration 
and monitoring of federal programs, since these functions are. likely 
to be affected by both the block grarfts and the new State Legislature 
appropriation requirement. 
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Findings ■ * 

Among the effect^ of the change to education block grants th 
^report reveals are the following: 
♦ - The amount of funding available for educational services 
will decrease, with Ney York State and City likely to . # 
fajre poorly relative to other regions; 
' - New^York City and State, which have done better on 

eon^etitive grants than on formula-based programs, are 
likely to lose t^ney- under the new ^^rmul^-based block 
, grants; ^ . 

- New guidelines for Title I funding ma^be baped more 

\ 

heavily on total population than previously and less A 
* i - 

on need, thus disadvantaging Hew York City and State; 

- The authority of the states in the distribution' of funds 
to local education agencies will increase witfi their new 
powers to set priorities and guidelines; 

' - State costs for administratiory4nd monitoring will ' 
increase to replace functions* previously handled by 
federal agencies. Thns the savings predicted by 
proponents of block grants will accrue to the federal 
— ^ - government* but not to the state, and the amount of 

/ money available for direct services will be diminished; 

- Programs for the neediest and weakest groups in many 
places are likely to decline as state^nd local offi- 
c^fta respond to the most powerful constituencies; r ~ 

- These effects are somewhat mitigated by the fact- that the 
consolidated programs represented less than ten percent 



6 



i -4- 




\ 



* ' of total federal education funding, a level which .had been 
diminishing, while those remaining as categorical programs 
have been growing. Therefore; the FY 1982 authorizations 
represent onl* a four percent cut, not counting inflation. 
However, the President's proposal to further cut actual 
appropriations would bring the total reduction to 14 percent 
or $1 'billion; » 

- Of this diminished amount, only 73/p^rcent, the block grant 
will be availably for local services, since* seven percent 
is reserved by the federal government, and 20 percent is 
allotted to state education agencies for administration. 

e report makes several projections for New York State and City 
funding based 'on past trends and new or expected giiideline£: r 

- If funds were apportioned to the states according to the 

i 

same percentage as their^average oyer the last three years 
New York State would receive an eight percent. increase - - 
over 1980-81. If, however, the^new formulae are based on 

* St, 

total enrollment rattier than disadvahtaged students, the 
Hew York State portion would decline 1.8 percent.* 
• - New York State is unlikely to be able to replace these 

lost federal funds becaUse it faces a *tax revenue „ t cut 4s a 
result of automatic changes In its t*x rates whicj^are 
indexed to federal tax rates. ~ •> 

- Based on current authorization levels,* and a Mew York State 
' share of seven percent of all federal grants., allowing 20 

percent for state administration, and allocating 58.8 

- percent of the available state mbney, which would be its 
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share if the.tfcend over the last three years continued, 
New York City's allocation would only be about as much as 
it received two years earlier* . 
Since the Congressional appropriations are likely to be even less 



9 

than the authorizations, the Istate distribution guidelines will be • 

■ i 1 ' ^ 

crucial to the city. , Even under the best scenario, however, New 
York City public schools are likely to face difficult' times under 
the new" federal programs* 

The analysis of the New York State Education Departments tSED) 

■ \ : •* 

also reveal* several disturbing trends: 

- Administrative costs have risen four times faster than the 
total SED budget since 1975. 

- Federal funds constitute a much higher^ and growing, portion 
'of the administrative budget than of th$ total budget. 

Therefore, SED will be hard put to replace lost federal funds for 
administration. The shortage of funds for administration will 

v compound the pressure already applied by the need tor new state-level 
administrative staff to handle new responsibilities noted earlier, 
further reducing service funding. Finally, New York City receives 
a ouch smaller share of state administrative assistance and support 
services than the size of the district would seem to demand. .Many * 
.services which the state provides to other districts at no charge 

*must be funded and provided by the New York City school budget. 

I* ' 

Recommendations 

To insure that New York City continues to receive a fair share 
1 of federal education funding, and that school children receive as 
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much program service from that funding as possible, the EPP makes 
three recommendations: 

- At least 58.8 percent of federal funds for New York 

x 

State should be allocated to New York City, a. fair 

share ba&ed on past trends and the higher cost of 

i 

' educating the 54 percent of the state's disadvantaged 
children who live in New York City; ^ 

- New state administrative functions should be funded out < 
of .the existing level of federal monies for adminis- 
tration since these have been growing disproportionately* 
To the greatest extent possible, 'funding cuts should be 
sustained in administration, not direcfc- 7 services to 

T f children.. 
fc - The City Board of Education and the State Education 

Department should re-evaluate the services provided to the, 
city compared to those provided to other local school 
districts with the goal-of a more equitable relationship. 
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This report' is organized in three major parts: Part I provides 
background information pn block grants and on the general implications 
of the federal budget: changes; Part II presents data on past trends 
in federal education program assistance in New York State - and New York * 
City and analyzes current authorization levels, prqfposed additional * 
cuts and projections of the impact of these; Part IK examines in 
greater detail the administrative portion of the budget of the New 
York State Education Department (NYSED) and the distribution of the 

* 

services it offers t;o school districts. 



c — ° PART I 

Federal Funding: Background - 
The budget now being developed in Washington will lifcely mark 
'a turning ppint in the history of federal assistance. After a 
period of several decides of generally increasing support, the , 
ReaLgar?\dministratibn is now acting to reverse the trend. On the 
grounds that , a large federal bureaucracy adds another layer of, costs 
wasteful of the taxpayers' money, that localities cognizant of their 
own- most urgent needs are in a better position to determine priorities 
than are remote government officials, and that a decrease in government 
spending is necessary to balance the national budget and improve the 
condition of the economy, the Reagan administration is moving to 
accomplish two things: (1) ieduce the number of special target ' 
programs by grouping numbers of, them together into more generally 
focused priority areas/ called block grants, and (2) reduce the 
overall levJi^of federal spending. There is mu&tf speculation that- 
President Reagan intend* to curtail federal involvement in education * 
entirely, aiming to return all responsibility "and influence in this 
area to the states. This view is based on his proposal to dismantle 
the Department of Education as well as on the depth of his proposed 
cuts in education, support. 

Ther* is much debate on the merits of the Reagan economic philo- 
sophy, the assumptions underlying approval of the block grant movement, 
' and the long-term significance of the action now unfolding at the 
national level. This report deals with the near term future. First 

let us examine what block grants "are about *nd what they are supposed 

J 

to accomplish. 
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Block Grants, pro and con 

Block grants have been defined as: 

...programs that seek to further some broad national 
purpose in Which funds are provided chiefly r to general 
purpose governmental units accordance with a statu- 
tory formula for use ift a broad functional arfea largely 
at the recipient's discretion. ^ 



^Proponents of block grant consolidations cite a combination 
of reasons in support Qf them: * o 

1« Combining separate but related and sometimes overlapping 
programs into a single grant program to 'permit a wide * 
range of activities clarifies the broad national purpose 
while increasing the discretion of recipients, who have 
a better sense of local priorities than %d remote % 
Washington bureaucrats. Thus, *it'is argued, block w 
grants^ increase innovation. 

2. Consolidation results in greater efficiencies because it 
reduces the federal cost .of administering a larger number 
of separate program units ,< and it significantly siit^lif ies» 
the application and reporting requirements of lbcal govern- 

-inept agents (since they need to de.alwitft qnly one set of 
regulations and procedures instead of' numerous different 
ones). Moreover, block grants are normally designed so as 
to keep administrative, fiscal reporting, planning and 
other requirements to a minimumc - 

* * 

3. Distributing federal funds according to, a statutory "formula/ 
while Aarrowing the discretion of federal administrators, 

.reduces the recipients' uncertainty about future fun&ng and 
thereby enhances their ability to plan. (Federal distribu- 
tion of funds by formula, it should be noted, means that the 
appropriate atate agency receives the funds and, in turn, 
, v is responsible {or passing through further disbursements to 
local districts. » 



1 Timothy' J. Conlan, "Back in Vogue: *The Politics of Block Grant 
Legislation," Intergovernmental Perspectives , \SpfLnq 1981, " #* 
. Vol. 7, No. 2, p. 8., , X * 
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4. Block grant consolidations have, in the £>ast, always meant 
one othet advantageous 1 feature: more money. In order to 
win enpugh political support, to capture tfte interest 
groups whose special programs are to be merged, it has 
always been necessary to initially increase the total 
dollars available. 

For each of the above arguments in favoiLof block grants! there is 

• - ( ~ 

an opposing one, particularly in the case of the consolidation 

statutes for 1981 pertaining to elementary and^ secondary education. 

1« There are no assurances, particularly in the absence of. 

strong and cldar federal guidelines, that state and local . 
government recipients of* blodk gr^nt monies will apply 
them to the ^areas' of greatest need. Whereas special 
purpose programs tend to target the needy, minorities 
or other underserved groups, many state governments will 
favor their owrt agendas whsjLch serve narrowly, if at all, 
the *broad national purpose* or else respond to lodal 
majotity political pressures. In fact, it was th$ 
failure of state -and local governments to provide for' 
* special needs that prompted the shift of responsibility 
. to the federal government in the' first place. 

Moreover, examinatidn of other block grant programs 
reveals little innovation resulting from the greater . 
latitude afforded local recipients. 1 t 

2.*^^!tie claim of improved operational efficiencies and cost 
* savings are disputed. A recent report (May l r 1981) by 

.the Congressional Budget Office concluded: • 

"There,, is some reason to expect that • 
0 consolidation might even increase 

administrative costs and 1 inefficiency , 
particularly in the short term." 

Whatever savings are achieved at the federal level are v 
offset by the costs which states will incur in filling 
X the vacuum. As federal statutes an<J regulations are i 

repealed,, states will be saddled with the administrative , 
burden* of establishing guidelines, determining the mix 



See Conlan and the "Block Grant Briefing Book" (Ad Hoc Coalition 
on Block Grants,* 1000 Wisconsin Avenue N,W., Washington, DC 20007, 
circulated manuscript) for* a review of block grant program histcry. 
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of services, managing, monitoring afnd evaluating programs. 
To do this most states will have to expand their adminis- 
trative structures — meaning that state administration 
will,absorb a larger proportion of the total* federal funds. } 

Finally, the tendency of block grants to eliminate and/or 
tt sin^lify reporting and othpr requirements^severely reduces 
accountability*' Data collection on the use of fundus is , 
often poor (in turn undermining planning and reporting 
functions), citizen 4 participation, even when required, is 
largely unrealized or pro forma, and, in many cases, serious 
questions arise, about the equity of the distribution of 
' funds'. 1 4 . ) 

3. * "...the distribution -of fund's by formula, rather than 

competitior^creates a sense of entitlement among local 
officials, causing theft *to resent even the most basic i 
federal standards: . the stress on local flexibility 
strengthens this' resistance to natictaa^^tandard* and 
priorities, leaving the program vulnerore to pressure 
, against spending funds 'to benefit politically weak 
* lower-income people J" 2 

Moreover, it is argued, a tendency of Congress to gradually 
lower .-appropriations, recategoritfe, or 'eliminate block 
grant programs-* nullifies the future planning advantages 
of formula grants. 

4. While initial block* grant appropriations always carried 
more money, often the intention was to erjlact dollar savings 
later. Regardless of intention, however, once established 
block grant allocations after a few years have been reduced, 

""^■■"the program was recategorized into a number of new ones, or 
the program was eliminated completely. 



The Omnibus Education Reconciliation Act of 1981 

Before going on to consider the general impact on elementary and 
secondary education of the block grant consolidation, we should review 
the overall legislative process in its adoption, this year's 



1 See the "Block Grant Briefing Book." 

2 Andrew H. Mott, "Block Grants," The 'New York Times , (Op Bd) , 
. March 20, 1981 

3 Con lan 
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modifications, and the extent of the btidget cuts which are likely . 
t - ♦ * 

A > to occur. • . 

Congressional budget appropriations : The federal budget-setting 

process tends to be confusing because Congress, following the Presi- 

dent's submission of budget recommendations, fir lit sets maximum 

/ 

i spending ceilings', calledr authorizations, .and, as a second step, 
fixes the &ctvps dollars for each program, called appropriations. 
Appropriations cannot exceed the authorizations but may be lower. 
,The total- amount' for each of the separate programs added up gives 
the total budget for a department, and the Sum of those totals give 
the total federal budget* This -EProcess of establishing national 
' expenditures has grown^omewhat more complicated in recent years t 
as additional steps in the process have been used with greater * 
frequency. "Reconciliation," j or coming to agreement on, differing 
f proposals; "capping," a midyear <Jecisi6n by fongress tf limit 
^■Mco gram expenditures to the amount already committed — even though 
^flTmay be less than the amount* that had been appropriated; and 
"recisions/* midyear cutbacks in the amountSfl^ money appropriated 
.regardless ot what/ ha^i been ^expfcnded, are some of these additional 
steps. 

These budqet steps are mentioned here, not just because of their 
increased application, but also because of their implications for 
decreased program finding for the' coming year particularly for 
social and educaticm programs. And, whereas in the past states could 
proceed to plan and operate programs with a reasonable degree of 
certainty once appropriations were established at the beginning of 
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the fiscal year, the Reagan administration's pattern of operation 

4 t 

suggests that is* no longer so. 

This year the ground rules on the budget process were a¥tered 



and it looks like such changes Hill continue. In past years recon- 

ciliation wats used to finalize appropriations. This year for the 

first time the reconciliation process occurred $t the authorization 

stage while f inalizinf^Ie programs to be included in the block 
1 

grants. And it now appears as if President Reagan will seek authority 

to impound funds — thereby effectively reversing rules established 

in 1974 to prevent such actiQns — at the same time as Congress is 

J ~ 

acting to finalize the budget appropriations. Uncertainty, particu- 

larly for social and education program planners, and further federal 

fund cutbacks are the two conclusions which seem assured. | 9 

For the reasons just noted, the overall level .of federal— funding 

is not likely to be clear until the end of the fiscal year, rather 

m 

than the beginning. The extent of the cutbacks to education, however, 
is suggested by several known facts. First, the fiscal year (FY) 1982 
authorizations for all elementary" and secondary programs (consoli- 
dated and categorical) represent a 4.5 percent decrease from the 
appropriations for this year (FY 1981), not considering the effects 
of inflation which would further reduce the buying power of those 
dollars. Second, the administration recently suggested ^ that the 
final budget be reduced by an additional $700 million which, if 
enacted, 'would wock out ,to a cut in actual appropriations for FY 1982 
of over 14 percent — effectively about^Pto 25 percent in purchasing 



1 September 10, 1981 15 
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power depending on the inflation rate, e figures are less than 

the dollar cut of 25 percent wjiich the administration originally 
advflcated, but even that Level of cuts could still be attained if 
s the impoundment authority is granted. 

rtiralleling the* process of establishing expenditure levels is 
t the process of determining revenues, principally through taxation. 
Ttoe Reagan-, administration's determination to cut taxes in order to 
conjppl inflation is a major factor influencing the -size of the t^tal 
federal budget, dtanges irv the federal tax structure-, however, hav^e 
an impact on state and local tax revejiues as well as on the national 
budge? because most state tax rates are automatically indexed to 
* confort to federal tax rates. Thus tax law changes which reduce 
federal revenues will have a side effect of also reducing state 
^revenues. , Early estimates indicate the changes will cost states 
$14 billitfn. 1 For this reason even states which might be inclined 
; to make up th$ difference in program funding by using their own 
^ money will find it difficult to do so. 

An analysis of the dollar impact of federal elementary and 
secondary education fund cutbacks is presented in Part II* First 
how^jrfcr, let us examine, some of the ways in which the combination 
* off f und cutbacks and block grant consolidations are likely to affect 
etate and local administration, politics, program operations, and 
services to the needy. 
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1 As estimated by the National Governors Association, and reported 
in the New York Times, August 9, 1981. 
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* The impact of budget cutbacks and program consolidation : While 
administrations in the past have always had to "buy" support for 
block grant consolidations by increasing the total program dollars, 
this year the Reagan administration has succeeded in combining 
programs into block grants while at the same time substantially 
cutting total funds. 1 

On the other hand, the major federal programs of support to 
elementary and secondary education, most ^notably Title 1 for the 
Disadvantaged, Education of the Handicapped, Bilingual Education, 
and Vocational Education, which together comprise over 90% of all 
federal education dollars, were not consolidated into a block grant. 
(A* complete list of categorical and consolidated programs is included 
in Part II*) This is important because the constituent interest 
groups for those programs will be able to remain intact and possibly 
leverage increased funding levels at some future time (assuming that 
these programs are not subsumed into block grants at a later date). t 
In addition, while these separate prog^ms have not been funded at 
a level which would enable services to keep pace with inflation, thus 
far the authorized cuts have not been severe (though the appropriations 
aYe'likeiy to be lower*). 

r 

Nevertheless, for those who are dependent on, involved in or 
committed to social programs and public education, the near term 



* The EduSation for all Handicapped Children Act (PL 94-142) for 

example, has never been funded to its authorized 'level. See 
- Educational Priorities Panel, Special Education Funding: A Story 
* of broken Promises (February 1981). 
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future looks bleak because of thfr cutbacks. Moreover, within the..; 
context of the overall cutbacks, <New York State and New York City 
likely to fare relatively poorly in cbmparifcon to other states and 
regions in th* nation. Aside from the difficulty in maintaining 
services for those who need them most, some additional likely con- 
sequences include the following: 

- Combining block grants with overall funding cutbacks has 
the political effect of passing the buck* In essence 
Reagan has shifted the buirden of deciding between compet- 
ing priorities to locar officials who, in turn', will bear 
the biaxnt of resentment by those who don't get funded. 

In short, Reagan gets cr^it for cutting spading and % 
taxes whi^e local officials get the heat. * 

- The author ifc^^of-the states, which are the first recipi- 
ents of block grants, will increase as they will have the 
power of setting priorities an^ guidelines. 

- The total perc&tage, as well as the mjaber of federal 
/ dollars available, for direct service programs will 

decrease as states buttress their administrative and 
monitoring papacities to replace the functions pre— 
^ viously handled by federal, agencies. 

- A period of chaos overwhelming any perceived gains in 
efficiency is sure to occur in mosfcrtDlock grant areas. 
All block grants but education take effect. October 1, 
1981 which means that states will have- about a month 
and a half ~ virtually no time at hll — to find staff, 
set priorities and develop the administrative and plan- 
ning capacity to manage their grants. .In this particular 
area, New York, like California and a few other states, 
has a relative advantage because of the^ level of sophis- 
tication of its governmental structures and agencies. 

However, agencies in all states dealing with elementary 
and secondary educatioh will be less severely strained 
than departments dealing with other services. Because 
of the quirk of the "school year," education programs 
arte funded a year in' advance. As a result, education 
officials will have a full year more than anyone^ else 
to prepare for block grant program changes. 

- Programs for the neediest and weakest groups are likely 
to decline as state and local officials respond to the 
most powerful constituencies. 
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- The decline in services/ cut-offs in programs, and the 
resultant constituent frustration may well lead to an 
increase in litigation on issues suph as due process 9j 
inadequate citizen participation and discrimination. 

Any litigation tends to be costly and time consuming and 
could result in detailed new case laws or obligations 
on the jstate to appropriate new monies for discontinued 
services* 

- Similarly, special focus constituencies will find it 
harder to maintain an organised voice' or presence once 
their prograjn(s) Is merged in $ block grant, and even 
harder to regain strength if their organization dissipates. 

- . ,3 

There are seteral aspects of the Omnibus Education Reconciliation 
Act which have implications for New York State and New York City 
especially. - - * f \ 

- Formula-based^ grants , in contrast to competitive ones, 
are distributed evenly baaed on an established set of 
criteria. While some, school districts in the state 

• stand to benefit from such an arrangement, New York 
State as . a whole and New York City in particular will 
suffer because they, have tended to do well in national 
cp^petition. Host of the programs consolidated in the 
block grant were competitive. . — - 

/ 

- The* federal .administration has proposed changing 4 the 
* basis o^ the fprmula for counting the eligible dis- 
advantaged population under Title 1. Also, the 3 

r guidelines iov distributing the formula-based block 
/~ grants to states and in turn to localities (the latter 
' formula established by the state) have not been specified 
yet. Those guidelines now provide higher per pupil 
allocations for, children whose education Imposes \higher 
than average costs, and include a mix of factors such 9s 
the number of children from low-income families or numbers 
from economically depressed or sparsely populated areas. 
Decisions on the kix (and the source of data) will have 
^major consequences for the distribution of /funds. If 
minds &re distributed based on total enrollment with 
~, less attention to special needs, as now seems likely, , 
there will be a* dramatic shift in emphasis* with 
affluent suburban areas receiving more, and New York 
State and >*ew York City receiving less, tiajor oities* 
and northeastern states which have been losing total 
population to 4 the south but have large numbers of foreign 
language immigrants, welfare recipients and other poor 



p«ople are likely to '-receive a lower portion of total 
funds under these guidelines. 
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c . 



In conclusion/ the federal legislative changes whflch are now 
evolving are lifcely to create for state and. local qfficAals a double 
bind. On the one hand/ the decrease in overall funding/ compounded 

by the effects pf inflation will result in greater conflict and . 

/ 

competition among special interest constituencies for limited 
dollars/ greater pressure on public officials, and more intepse 
demands for accountability. Those pressures/ when dSupled with the 
disruptions as well as the larger staffs required to handle the shift 
of responsibility from Washington to the state, and then local/ » 
level will result in larger administrative structures/ not cost- 
savings'. Increased administrative costs will divert resources 
•from programs and services. All of this will further inflame the 
public anger, thereby completing the vicious cycle. ^ 
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PART II 



Federal Education Funding in New York City and State : 
j Changes and Projections 

s . * 

> This section presents background information on federal educa- 
tion funding which is likely to be affected by the consolidation of 
federal education programs into block grants* It discusses: programs 
which are being eliminated; pas€ federal education funding for the 
nation as a whole , New York State, and New York -City; FY 1982 
categorical and block grant authorizations; and important trends 



revealed by the data. Finally, it offers preliminary findings on 

the impact of the Reconciliation Act and formula changes ^on education 

* 

funding. * 

National Funding Overview 

About 30 federal programs ha've been combined in the 'education 

V 4 

black grant, as listed in T^ble 1. While the total number of . 
programs may seem large/ particularly in contrast tm* the nine that 
have been maintained separately (qne of which, Follow-Through; will 
be phased out over* the next three years), the consolidated programs 
comprised less than 10% of all federal education dollars in FY 1980. 

(Some of the 30 programs, it should be hbted, were programs in 

J \ 
statute only because they have had no mortey appropriated for them 

.for the past few years.) Further, as *?able 2 reveals, the consoli- , 
dated programs' funding* Jias declined since FY 1978 at an annualized 
rate of 7% a year, dropping from $788 million in FY 1978 to $638 mil- 
lion in FY -1981, *hd<to an ' authorization ofJ$589 million in FY 1982. 



As a percent of total education funding the consolidated programs 
dropped from 13.5% to 8.6% during^tl^t four-year peri^H (an annualized 
decrease of 10.5%). These figures indicate that the consolidated 
programs, taken as a group, represented a low and diminishing priority 
among total federal education programs. Their- consolidation i>nta a 
block grant only confirms and continues that trend. 

Hie programs, which are remaining as separate categorical programs 
have gradually increased both in size^and as a percent of total funding 
over the period from FY 1978 to FY 1981. (See Table 2.) .During tijat 
period the funditg for categorical programs, taken as a group (excluding 
Follow -Through which is being phased out), increased from $4,966 million 
to $6,359* million,* an annualized rate of nearly 9%. Essentially that 
rate of increase means program services have just ^bout remained even, 
<^ice inflation is accounted for. 

An analysis of the federal education" grant mechanisms suggests 

that about 95% of the available funds for the consolidated programs 

wii^l be allocated by formula instead of conpetitiye grapts and con- 

tracts. Bilingual education, 15% of handicapped education, about 

2% of vocational education funds , the Civil Rights Act, Follow-Through, 

and the Womens Educational , Equity .Program are the only remaining • 

categorical programs that h#ve competitive project grant features. 

These programs together account for less than $400 million of the 

/ 

FY 1982 authorizations. In Contrast; all but four of the programs 
consolidated in the block grant program had t^en the con^titive 
project grant or contract type. As written, 6% of the total block 
grant program is to be set aside in the' Secretary of ^Education' s 

V : ' 22' ' 
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TABLE 1 



Organization of Education Programs in the 1981 Omnibus 
Education Reconciliation Act^and Authorizations 
(in $ Millions) 

Program * , * ^ FY 1982 Authorization 

Categorical Programs ; -Total: $6 , 147 • 32 ' 

ESEA Title I 3,480 ' 

Education of the Handicapped - 1,149.95 

Vocational Education 735 
Bilingual Education (ESEA Title VII) 139.97 
Adult Education '100 
Civil Rights Act (Title IV) 37.1 

Roman's Educational Equity Program 

^ (ESEA Title IX C) 6' 
Impact Aid 475 

FollcwrThrough (with funding gradually reduced 

through FY 1984 when the program is -eliminated) 44.3 

Consolidated ~Hlock Grant) Programs : 1 $ 589.368 

ESEA Title II: • Basic -Skills 

\ Titl* III , Metric Education 

9 Arts in Education 
« * 

Consumer Education 
Law-Related Education- * 
Environmental Education 
National Diffusion Network 
" Title IV: B. Instructidrtal Materials and 

School Library Resources 
C. Improvement in Local 

Educational Practice 
D» Guidance Counseling and Testing 
Title VI: Emergency School Aid Act (ESAA) 
Title VIII: Community Education 
" Title IX: Gifted and Talented Children 
Ethnic Heritage Program 
HE A: Title V: Teacher Corps 

Teacher Centers ^ 
Career Education Incentives (to be held harmless 10 

at FY 1981 level) 
Alcohol and Drug Abuse Education (held harmless at 2.8* 
FY 1981 level) 



1 Seyeral other programs which technically are being eliminated are 

not infcluded on thi^list becaifse they had no mqney in recent years 

v (e.g., Biomedical .sciences, population education, safe schools) or 

* had very little funding, and provided no money to New York State 

(e.g., PUSH-Excel). 
* » 
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TABLE 2 



Federal Education Funding; Summary of National Totals 



i 



i 




from FY 1978 to 


FY 1982 


















1 




Committed Funds 1 


. t 


| Appropriated^ 


Authorisation 3 
FY 1982 


) 1- 


FY 1978 


FY 1979 


FY 1980 9 


I W 1981 


^ Total for Consolidated Programs 
v^includ. Career & Alcohol) . 


$ 788,119,000 


$ 744,669,000 


$ 670,290,000 


$ 637,590,000 


$ 589,368,000 


; Change from prior ye^r 

r 


1 


- -5.5% 




-4.9% 

' \ 




Segaratfe Programs • % 


£4 Qfifi 17Q 000 


490 7io onn 


% 

Sfi 1 0 7 746 000 


$6 1*>9 2R0 000 


$6. 103. 0 20 .'006 

V *J , ± V *J § W*»W, WWW 


Change from prior. ye<ar' • 




+10.6% 


' +11.2% . 


'+4.1% ■ 41 


-4.0% 

* 


* 

All Programs (inlcuding 

Follow^Th rough & Indian Ed) 


$5, £48, 117, 000 


$6,335,223,000 


$6,884,949,000 


$7,125,650,000 


\ - 

$6,818 ,388,000 


Change 




+8.3% 


+8.7% 


+ 3.5% 


-4.3%' 














Consolidated Programs as a 
% of Total Programs r 


13.5% 


11.8% 


9.7% 


8.9% 


8.6% 



Sources : 1 Master Chart (Appendix 1). 

2 Education landing Research Council, 1981 Guide to Federal Funding for Education . 

3 Omnibus Education Reconciliation Act of 1981. 
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Discretionary Fund which, presumably^ will be administered on a 
competitive basis. In the unlikely event that the block graht 

program suffers no further reductions from its authorized level* 

* * *™ » 
the total| amount in this discretionary £und would be $35 million. 

(A complete listing of pre-Reconciliation Act education programs 

with grant rae'chanism an* eligible recipients can be found in 

Appendix 2.) 

Looking once again at Table 2, we see that the authorization 

reduces total federal education funds during FY 1982 4.3% not 

v 

counting the effects of inflation, nor the additional cutbacks, 
whicji will com6^ If the total program amounts ha.d continued on a 
straight line trend, $7,644 million would have been available in 
FY 1982, an increase of 7.25% over FY 1981. Instead, if the adminis- 

4 

tration's intention to cut $700 million more during the appropriations 

process is realized, the total decrease from FY 1981 appropriations 

* * K* 

will be 14% or $1 billion. " 

How much of this diminished amount will actually go for direct 

services and how much for administration? Only 73% of the total 

* * 

appropriation or $430 million of the block gramt will actually be 
available for distribution by *f ozpnula to local education agencies 
(LEAs) if the entire authorization were to be appropriated. Seven 
percent is to be reserved by the Secretary of Education — 1% for 
the territories and 6% as discretionary funds --and up to 20% by 
state education agencies (SEAs) for administration. Given the 
complexities noted in Part I, it is likely that states will use 
the full 20% for administration. 



Federal Funding to ttew York State 

Turning now tg an examination of federal education funding to 
New York State, we find a more erratic pattern. As Table 3A reveals, 
education funding from all federal programs increased more than 
from 1978-79 to 1979-8a,* and then dropped 7% the f ollowin^year, a 
ftet annualized increase of 3.5% over the "two-year period. The 

K 

pattern of increase in 1978-79 and decrease in 1979-80 was consistent 
fot both groups of programs the categorical ones and those that 
are being consolidated. Table 3B shops that New York State received 
a somewhat higher percentage of total federal funds fr6m programs 
now being consolidated, primarily* competitive programs (an average 
of 8.9% for the three-year period), than the percentage it received 



the programs which are remaining categorical, primarily formula- 



based (7.7% three-year average). While these findings confirm Few ^ 
York State's relative edge in competitive grants, these programs 
constitute a relatively small portion of the total federal dollars, 
an average of about 13% over the three years. (Thus an increase 



or decrease of 8% in categorical program funding affects the amount 
of federal money for York State by only 1%.) 

.<* 

Examining Table 3B once again, the projected totals for FY 1982 
show that New York State would be entitled to $525 million if the 



authorized fpaeral amounts were apportioned to the states according 
to thJ^fcjVerage established during the three-year period of this 



* Mainly because of federal aid to complete New # York City's midyear 



deficit b4il-out. 
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TABLE 3A 



Federal Education Funding to New -York State: 
Summary of Categorical and Consolidated Program Group Funding 
Totals and Percent Change from 1978-1982 



I 

I 1978-79 



Committed Funds' 1 "" *" 



1979-80 



1980-81" I 



2 Year 
Annualized 
a Change 



Consolidated Prigrame^61, 456,000 
Change 



$71,872,000 $61,172,000 



+17.0% 



-14.9% 



Categorical Programs $390,804,000 $450,106,000 $424,215,000 



^Change 
All Programs 
Change 



+15.2% 



-5.8% 



$453,225,000 $$23,064,000 $486,226,000 



+15.4% 



-7.0% 



-0.2% 



+4.1% 



+3.6% 



TABLE 3B 



New York Stat^ Federal Education Funds as a Percent of National Totals3 



1978-79 



1979-80 



1980-81 



3 Yfear | Projected | 
Average I Tn*-*i o2 i 



Consolidated Programs, 7.8% 

♦ 

Categorical Programs 
(exclud. Follow-Through 
& Indian Ed) 7.9% 



All E&S Ed Programs 



7.7% 



9.7% 



8.2% 



8.3% 



9.1% 



6.9% 



7.1% 



8.9% * 



,,7.7% 



7.7* 



I FY 1982 I 
$45,381,000 
-25.8% 



$469,933,000 
+10.8% 

$525,016,000 
+8.0% 



Sources: 1 Master Chart (Appendix 1). 

2 Computed at 7.7% of the federal authorizations as enacted by the Omnibus 
Education Reconciliation Act of 1981. Percent change figures are based on 
comparisons with 1980-81 amounts. 

3 Table 2. • 
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analysis. That ampunt would constitute an 8% increase over the total 
fund commitment tw^years earlier. Unfortunately for New York State< 
however*; the effective percentages are likely to be much lower. If the 
new formulae are based on 1970 census data, 1 for example, instead of on 
' disadvantaged students as currently f ig\jred, the total New York gortion 
would be closer to 7%, yielding $477 million, a net decrease of 1.8% 

X 

over the two-year period. Again, this does not account for any further 

\ 

cutbacks, nor the effects of inflation. 

* • * 

The federal dollars available fcjr state administration will be 
considered in Part Ill^fhich is concerned with the cost of administering 
and monitoring public education in New York State. 

One other important consequence of the new federal budget needs ^ 
to Be no£ed. Although New Ygrk State has a well-deserved reputation 

A 

for progressive government and support of the needy, it may be powerless 
'to rescue worthwhile programs from extinction. Pirst, New York State 
is also facing fiscal difficulties which **egan during the late 1970 , s. 
Second, federal tax rates are automatically coupled to New York Stat^ 
taxes unless state laws are specifically changed, which'is unlikely. 
Thu», a side effect of the Extensive federal tax law revisions will 
be loss of state tax revenues. Preliminary estimates predict a 
loss of $55 million this fiscal year, $179 million next year, and 
about a^bi3^ion dollars in 1986 when the transition to the new 
federal tax laws is^ully completed. 2 



1 1980 Census data are not yet conqplete. 

y 

2 Citizens for Tax Justice, Impact of Recent Changes o f Federal 
Depreciation Tax Rules on State Revenues , August 1981, p. 10. 
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If New York State or the local districts are not able to make up for 
the loss of federal funds, they may lose even more federal funds. 
This is because of a federal maintenance of effort requirement which 
' pen&^zes districts for failure to maintain expenditures at 90% of 
the previous level. Thus, to protect children's services as well as 
funding levels t it is even more important for New York City and State 
to maintain spending levels. 

In svanmary, while it will be very difficult to find new sources 
of revenue to pay for projected gaps in services, it is critical to 

r 

fc * * do so. 1 

« Pederal funding to New York City 
s r As is the case with overall federal funding to New York State, 

federal education grants to New York City for both the categorical 
and consolidated groups increased dramatically from 1978-79 to 
1979-80 and decreased the following year. Nevertheless, overall 
tthere was an 8% annualized increase over the two-year period, as 
shown by Table 4A. Somewhat surprisingly, unlike the pattern fdr 
• all of New York State, New York City secured proportionately fewer 

/ 

dollars fi'om the largely competitive consolidated program group 
than it did from the predominantly formula-based grant group. % This 
is because of the large concentration of educationally deprived 
students in New York City whose presence entitles the city to large 

/ 

. : ' > 

1 As a part of this study the^New York City Education Construction 

* Fund was examined as a possible source of revenue for education 

* in New ^ork -City. It was determined that the EPC will not be a 
viable source of income to the New York City Board of Education 

at least for the foreseeable future. For a report on this subject, 
v see Appendix 4. 



v 



•27- 



4 



TABLE 4 A 

Federal Education Funding to New York City: 
^Tjmnjiry of Categorical and Consolidated Group Funding 
Totals and Percent Change from 1978 u 1982 



N 



Committed Funds^" 



2 Year 
, Annualized 
Change 



I 197&-79 



1979-80 



1980-81 



v to^olidated Programs $ 30,012,000 $ 34,301,000 $ 28,621,000 

Change * . +10.6% -16. 6\ 

Categorical -Programs 204,254,000 248,588,000 245,886,000 

Change * +21.7% -1.1% 

J*L1 Programs 235,354,600 282,967,000 274,595,000 

Change +20.2% * -3%' 



-2.4% 



+9.7% 



+8.0% 



TABLE 4B 

New York City Federal Education Funds as a Percent of 
New York State Totals* 



1978-79 



•1979-80 



Projection 
3-year based oh 3-year 
1980-81 Average Trend 



Consolidated Prog. 



48.8% 



Categorical Prog. (excl. Follow- 
Through & Indian Ed) 52.3% 



All E&S Ed Prog. 



51.9% 



47.7% 

55.2% 
54.1% 



46.8% 

58.0% 
56.5% 



47.8% 

55.2% 
54.2% 



44.8V 

63.7% 
58,8% 



) 



Sourest 1 Master Chart (Appendix 1) 
2 Tabl. 4. 
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amounts of f ormula-based funds. Of all the federal school aid New 

i 

York City received during the three-year period, 11.8% were competi- 
tive grant funds, while 13.2% of federal funds the state received 
were competitive. 

Table 4B shows that Nel^York cLty received an average of more 
than 54% of all federal funds committed to New York State during the 
three-year period, an amount roughly equal to the percentage of the 
stag's disadvantaged children who attend school in the city. Table 5 
compares New York City enrollment as a, percent of the state total 
for selected population groups to the federal prqgram funds targeted 
to the corresponding need area. However, this percentage does not 
reflect the higher costs associated with educating children in New 
Yor> City/ estimated to be about 12 percent above the statewide 



average. 1 Therefore, 54 ^percent of state funds ior disadvantaged 
children does not represent a fair share. 

New Yqrk City public schools are likely to face difficult times 
under the new federal programs. If, as we have projected on page 25, 
state funds are apportioned on the basis of total enrollment, and New 
York State receives 7% of all U.S. funds, it will get $477 million. 
After subtracting 20% for administration, or $8.25 million, only 
$468.75 million are left for distribution to the districts'. Further- 



*or*, if N«v York Cit^y received 5§V8% of the available state money, 
based on' the projected trend, it would receive $275.6 million in 
federal mpney, virtually the same as the amount received in 1980-81, 



• 1 Wendling, Wayne, "Cost of Education Indices for New York State 
School Districts/ Discussion Paper," Prepared for the Task Force 
on Equity and Excellence , in Education, October 25, 1979, p. 9. 
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tyo years earlier* To be even .raofe pessimistic, if New York City 
receives 56.5% (the same as its 1980-81 share) of the sta^e total, 
it will get $265 million, a decrease of almost, 4% from 1980-81, 
not counting the effects of inflation. A 54% share (based on the 
three year average) would yield $253 million, an 8% cut. Furthermore, 
the federal appropriations 3ill surely be less than the authorizations 

already enacted. Including the President's new 12% proposed reduction, 

* 

the city Office of Management and Budget (OMB) has compared projected 

• 1 

federal Board of Education funding with the city's financial plan 
for FY 1983.' OMB found a gap of $80.5 million or a loss of 23% of 
the federal grants it had expected for that year. 1 Therefore, the 
distribution guidelines adopted by New York State will be very 
significant to the city. 



f 

1 Office of Management and Budget, "The Impact of theTteconciliation 
Act and the President's Ne* 12% Reduction Proposals on Services in 
New York City," October 15, 1981, p. 16. 

23 



\ 



TABLE 5* 



I 

o 
tn 
I 



Comparison of New York Citff Federal' Funding and Public School 
Enrollments to New York State Totals in 







Selected Categories (by percent): 


1978-79 to 1980 


-81 








1978 


i 

-79 | 


fjaa 


-80 


i 
1 

| 1980- 


i 

81 • | 


Average 




Program Area 


1 

1 Enrollment 


| Federal | 
| Funding | 


Enrollment 


Federal 

•Funding 


1 1 
| EnVpllment | 


Federal I 
Funding | 


Enrollment | 


Federal 
Funding 


Total 


32% 


51.9% 


32% 


54.1% 




56.5% 


» 

32% 


■» 

54.2% 


Disadvantaged* 


53% 


58% 


54% 


60% 


NA 


59% 


NA 


59% 


Handicapped 


• 3l% 


29% 


32% 


32% 


36% 


42% 


33% 


34% 


g Vocational Ed 


28% 


13% 


31% 


39% 


38% 


43< 


32% 


32% 


Bilingual 


89% 


77% 


89% 


6^% 


/ V88% 


92% 


89% 


79% 



* Note: As indicated by the limited measure of the ^number of students receiving public welfar 



j5ource«t Enrollment: NYS Education Department, Bureau of Educational Data Systems (see Appendix 3) 
, Federal Funding: Master Chart (see Appendix 1) and Table 4B. 
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PART III 

t State Education Department 

Aftainistration Costs and Serg^ces 

With a decline in overall funding levels, the amount of money 
devoted to central adndnistration and program monitoring instead of 
program services becomes even more crucial than before. The issue 
is all the aore important because of two other developments noted 
earlier in this report. First, the New York. State Court of Appeals 
ruled that the State Legislature has the right to appropriate 
federal as well as state revenues, , Ift order to carry out this 

function the legislature will probably create a new layer of staff 

f , x 

to advise on and monitor policy. And/ second, the new federal 
block gr*ntp programs are likely to leave an administrative void * 
at the federal level which states w^ll have to fill. Although we 
have no estimates yet on* the costs of these functions, it seems 
probable that most of the 20% that the education block, grants ^ 
permitted'for state administration will be absorbed by these dual 
developments* 

With thiSvas background/ let us turn to an /examination of the 
administrative portion of the budget of the New York ^te Education 

<J 

Department* 

New York State Education: Department: State Purposes Budget 

Budget background ; New York State Education apartment (NYSED) 
budgets were analyzed for the four consecutive years from 1977-78 to 
1980-81 with particular attention to the "State Purposes- sections 
that f elate to elementary, secondar/' and continuing education. StatB« 
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purposes, with a few exceptions, pertain to administration, planning 
and program management* The Governor's Executive Budget, organized 
along the same divisions as are the program operations of the NYSED, 
has two sections that are particularly relevant, to this analysis. 

One deals with the functions of elementary, secondary and continuing 

\j • + * 

education (ES and C) , and the other with central administration at 
HYSED. Thus, NYSED has two levels of administration. Centfal . 
administrative functions encompass ES and C education as well as 

othlr division within the HYSED (higher and professional f 
education, cultural education, and vocational rehabilitation) • Since 
the total budget for ES and C, including state purposes and local 
assistance, constitutes about 94% of the total NYSED budget, one can 
assume that a substantial portion of the central administration budget 
is devoted to ES and C education. Therefore, the budget totals and 
trends for central administration and ES and C education administration 
were examined both separately and together. Appendix 5 presents a 
conplete table with state purpose expenditures over the four-year 
period* percentages of totals, and changes over time. 

It should be noted at the outset that this analysis was strictly 
budgetary we did not investigate the reasons for tHe cost and 

c 

-expenditure patterns we uncovered, nor did we loo)c at the efficiency 
or ef feptiveness of SED management. There may be a variety of Explana- 
tions for the growth in administrative costs described below; we did 
not pursue them at this time. "However, when we embarked upon this 
study, several SED officials predicted we'cl find a "lean administra- 
tion, " one that had been significantly pared by the state's fiscal 
constraints since 1975. In fact, that is not what we found at all. 
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Findings 

An analysis of the NYSED budget reveals a number of trends which 
provoke concern, particularly in the context of the developments in 
federal education funding. Summarizing major findings: 

1. Budget allocations for central administrative functions- 
have been rising four times more rapidly than the total 
budget for the department. 

«■ 

2. Administrative allocations for ES and C education have 
been rising bearly 1 2/3 times more rapidly than the 
total .budget \f or ES and C. 

• 3. The increases irh^adtaclnistrative budget allocatiQns have 
not been matched by corresponding^ increases in staff; to 
the contrary, total departmental personnel levels have 
remained substantially unchanged over the three-year 
period and have ri^jw^only slightly within the state 
purpose administrative function areas. 

> 

4. Federal funds constitute a much higher percentage of 
administration expenditures than of the total depart- 
mental budget. Stated differently, federal funds 
acc<ji|nt for a much higher portion of administrative^ 
allocations than they do of program funds which pass 
through the department to local districts. 

* 5. Federal funds, as a percentage of ES and C education 
administrative costs, have been rising. ^ 

Before examining irt greater d*tail the data which led to these 
conclusions, let us. briefly note their significances 

First, rising administrative costs during a period of general 
fiscal retrenchment put greater pressures on the remaining program/ 
service funds (and vice-versa). The fact that the administrative 
allocation increases do not correlate with expansions in staff 
suggests that they are instead linked to increased costs for the 
same level of services, particularly salaries and energy costs. 
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3 are severe 
millioAf 



Second, the NYSED may well find itself in a financial bind 
because of its increasing reliance on federal monies for administra- 
tion if additional federal education cutbacks are severe. . ES and C 
and central administration consumed over $27 millioi^f federal funds 
in 1980-81. 

Now let us rf^i'ew the T data in greater detail* 
> Table 6 shows that ^fcget allocations for txJth central administra- 
tion and £S and C education administration have been increasing over 
the period from 1977 to 1981. Of the two function areas, central 
administration allocations have been rising the Aost rapidly, **t an 
annualized rate of 25%, over twice as fast as the ES and C rate of 
increase wh^J-^has 1 been almost 12%, During this pe^od, total central 
administration funds have almost doubled, going from $14 million to 
nearly $28 million, while the cost'of ES and Coadministration has 
increased from $23.4 to $32.7 million. 

As Table 7 shows, total ES and C funding during this period has 
increased at a rate of 7.2%, virtually the same as f the rate of increase 
for the tota-FHepartmental budget (7,3%)» This rate ,» however , is 

0 

only about 60% as fast as the growth in ES and C administrative 
allocations (11,8%) and one fourth as fast as central administrative 
allocation growth (25%), as revealed, in Table 6» 

Table 6 also shows that a substantial and growing portion of 
the administrative costs are* being Charged to fefderal funds* This 
portion has been increasing at an annualized rate of over 2%, growing 
from 42*6% in 1977-78 to 45*3% in W80-81. The figures are particularly 



TABLE 6 



New^ 



Total dollars 
(in thousands) 

1977- 78 

1978- 79 
197^80 
1980-81 



ork State Education Department State Purposes Allocations and Trends , 1977-1981 
^ sElementary, Secondary and Continuing Education and Departmental Totals ~~ 
* ($ in thousands) v 

s h , | | Central 
Central Administration j ES and C Ed Admin* 1 ES & C Combined 



State 
Funding 





'ederal 
Funding 



Total 



State 
Funding 



Federal 
Funding 



Total 



^ State Federal • 
Fund^ig Funding Total 



4,401 
5,735 
5,874 
8,446 



14,211 
17,938 
17,855 
27,802 



11,794 
13,436 
13;890 
14,124 



11,645 
13,383 
16,837 
18,602 



23,439 
26,819 
30,727 
32,726 



21,604 
25,619 
25,871 
33,480 



16,046 
19,118 
22,711 
27,408 



I 

tn 
m 
I 



Change (in %) from 
prior year 



197^78 to 1978-79 ' 24.2 30.3, 

1978^9 to 1979-80 -1.7 , 2.4* 

1979-80- to 1980-81 61.6 43. 

Annualized rate "of* 
Change over 3 -year 

period (in percent) 25.4 r 24.3 



26.2 
55.7 



25.1 



o 

13.9 
3.4 
1.7 



6.2 



14.9 
25.8 
10.5 



16.9 



14.2 
14.6 
6.5 



11.8 



18.6 
■1.0 
29.4 



15.7 



19.1 
18.8 
20.7 



19.5 



18.9 
8.5 
24.6 



17.1 



Federal Funding as a 
Percent of To^gl 
Administration 

1977- 78 ^ 

1978- 79 

1979- 80 . 

1980- 81 



31. 0\ 
32.0 
32.9 
30.4 



49.6 
49.9 
54.7 
56.9 



42.6 
42.6 
46.7 

45r3 



3 year rate of change -0.6% - 4.7% 

F R?r'source: Bese* on »» presented in N*S Executive Budeet for FVe 1.79-X-2. include. 



2.1% 



Al£o see Appendix 5. 
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j 

dramatic for the ES*and C administration functions. While just under 
naif that division's administrative costs were charged to federal funds 
in 1977-78, the percentage increased to nearly 57% by 1980-81 — a 
total of $18.6 million in federal monies. 

Moreover, a comparison of Tables 6 and 7, summarized by Table 8, 
demonstrates that the increase in the proportion of federal funds 
allocated to administration has not been, paralleled in program monies 
as a whole. Intfeed, for the four-year period, federal funding has 
maintained an even level of 14% to 15% of total monies. This has 
been true for both the departmental budget as a Vhole (14.7%) 1 and^ 
for the ES and C division budget (14.1%). In eachj case the annualized 
increase in federal monies as a percent of the tota^ budget was 
less than 1/2, a percentage point. In contrast, as^wis noted a^bove, 
the portion of federal monies allocated to aVl ^-administration has * 
been increasing steadily. 

Tab^p 9 shows that, despite the increased administrative costs, 
the budgeted number of staff working in central administration and 
in the department as a whole has not increased. Indeed, there was 
a slight overall decrease in total departmental staff positions, 
from 3,971 in 1978-79 to 3,944 in -1981-32. Central administration 
staff increased by only 16 — from 511 to 527. the ES and C division 
on the other hand, realized an increase of over 100 staff positions — 
from 848 -to 950 during the period — a 12% increase overall and an 
annualized rate of 3.9%. This was half the increase in total* ES and C 
divisicm funds during the period (23% — an annualized rate of 7.2%). 

\ 

- \ 

\ 

. . \ 
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TABLE 7 



Federal and Total Funding From all Sources for Education Department Programs in New Yorfc State 
„ Changes, an<f Trends: 1977-78 to 1980-81 

($ in thousands) 



\ 



Total ES 6 C Funding 
Federal 



Funding 



Total 



^ Total NYS Ed. Funding 
Federal 



Funding 



Total 



total Program Dollars 

(in thousands) 

. 1977-78 

1978-79 , 

,1979-80 

1980-81 



Change (in %)> from prior year 
k , 1977-7* to 1978-79 

1978- 7 9 r to 1979-80 

1979- 80 \o 1980-81 



530,084 
545,486 
566,209 
662,63$ 



' 2.9% 
3.8% 
^7.0% 



3,763,309 
3,896,986 
9,109,363 
4,636,818 



3.6% 
5.4% 
12.9% 



589,326 
608,954 
635,292 
729,440 



3.3% 
4.3% 
14.8% 



3,998,744 
4,153,612 
4,380,017 
4,932,747 

/ 

3.9% 
5.4% 
12.6% 



^ i^nnualized rate of change * * 

^ ' 3vgr 3 -year period 

.fin-fcercent) * 

, / Federal Funding gs a % of Tptal, 
1^77-78 
1*978-1 
f . 1979- 

1980-81 



7.7% 



14 a% 

14.0% 
13.9% 
14.3% 



7.2% 



7.4% 



14.7% 
14.7% 
14.5% 
14.8% 



7.3% 



* Three^jyfof rate of change 



ERiC * 



0.5% 



0.2% 



Source: ,Baged on NYS Executive Budget for FY 1979-1982 inclusive. Also see Appendix 5. 
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TABLE 8 



Federal Funds as Percentage of 
Selected Functional Budget in the 
NYS Education Department: Trends from 1977-78 to 1981-82 



1977-78 1978-79 1979-80 1980-81 



Annualized 
Pate 
Change 



Adminlst ration : 

- Elementary, Secondary f 

& Continuing Education 49.9 • 54.7 56.9 4.7 

- Central Administration* 31.0 32.0 32.9 30.4 -0.6 

- ES&C and Central Combined 42.6 42.6 '46.7 45.3 2.1 



Total Program : 

- Elem. Sec. & Cont. fld. **14.1 14.0 13.9 , 14.3 

- Total Departmental 14.7' 14.7 14.5 14.8 

L 



0.5 
0.2 



Source: Table 6 and Table 7. 
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-More dramatic than the net changes in departmental manpower- 
overall, however, have been the changes in funding for these positions • 
In short, a stea<Uly increasing number of staff member^ are being 
paid out of federal funds. Table ? reveals that in each of the 
functional areas examined — central administration, ES and C, and 
the departmental total — not only has the number of staff members 
budgeted out of federal funds increased annually, but the ratio of 
federally funded Dositions to total positions has also increased 
annually — at .an annualized rate ot 7% for central administration, 
1% for ES and C, and 5% for the department as a whole. In 1981-82. 
over 50%' of the ES and C employees and well over a third of the 
total department will be paid out of federal funds. 

As was noted earlier, this large and increasing dependency on 
federal funds for the operation of the ''department during a time of 
federal fiscal retrenchment presents a clear danger. 

(On the other hand, federal funds which have been allocated to NYSED 
administration still constitute a relatively small though steadily 
increasing percentage of the total federal funds which pass through 
the dep^rtmeot — about 4%, up from under 3% in 1977-78.) 

An additional question that arose when we looked at the NYSED / 
budget was, "What services does the Department provide to the New York 
City school district, and how do they compare with those' provided to 
other local school districts in New York State?" Certainly, if the 
Departments capability to provide these services is going to be stretched 

to its limi-t, it is important that they be "distributed equitably amon<y 

* 

the districts.' As the state further defines its role during the cbming 
changes in federal funding, it must also keep in mind the following facts: 

4V . 
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TABLE 9 



NYS Education Department Staffing 
Budgeting of Positions by State and Federal Funds 
1978-79 to 1981-82 



State 



Positions 



Federal 



.Total 



Federally 
Funded Positions 
as % of Total 



Central Admin* 

1978- 79 

1979- 80 

1980- 81 

1981- 82 



445 
454' 
448 
444 



66" 
72 
77 
83 



-511 
526 
525 
527 



12.9% 
13.7% 
14.7% 
15.8% 



/ 



3-year annualized 
change 



-0.1% 



+7.9% 



+1.0% 



7.0% 



ES & C Ed. 
1978-79 
1979^-80 

1980- 81 

1981- 82 



425 
430 
425 
460 



423 
446 
469 
490 



848 
876 
894 

950 



49.9% 
50.9% 
52.5% 
5L.6% 



3 -year annualized 
change 



+2.7% 



+5.0% 



+3.9% 



1.1% 



Total SEP 
1978-79 
.1979-80 
<198ti-81 
1981-82 



2,709 
2,746 
.2,560 
2,493 



1,262 
1,318 
1,357 
1^451 



3,971 
4,064 
3,917 
3,944 



31.8% 
32.4% 
34.6% 
36.8% 



3-year annualized 
change 



'2.7% 



+4.7% 



-0.2% 



5.0% 



SS*C as % of Dept. ^otai 



1978- 79 

1979- 80 

1980- 81 

1981- 82 



15.7% 
15 f 7% 
16.6% 
18.5% 



33.5% 
33.8% 
34.6% 
33.8% 



21.4% 
21.6% 
22.8%. 
24.1% 



f 



Source: NYS Education Department, Office of Fiscal Management (Phone, 9/2/81). 
See also Appendix 6. f 
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1) Many statutes (laws and regulations) differentiate the 

treatment of New York City from other school districts in the state. 

Some of these appear to relate to economies of scale (e.g., the 

establishment and operation of a separate retirement system for 

teachers) and others seem to address problems particular to 'this . 

uniquely large city (e.g., taking of school census, method of 

conducting' of annual audits). In a number of areas, New York City 

has established offices to oversee functions which the State Education 

Department handles for non-city school districts: e.g, curriculum 

development, integration, all functions dealing with school facilities 

— planning, specifications, development, operation and maintenance 

services. In order to maintain these" additional administrative 

offices, NYC Board of Education has to allocate funds from its own' 

budget while non-city school districts receive services free from 1 

f 

the KySED. 

•2) Personnel at the State Education Department frequently cite 
'the special attention and services provided to New York City. For , 
example, New York City represents an entire occupational planning 
region by itself and has a similar designation for categorically 

funded programs. Data collection, technical assistance, and workshops 

* » 

which are generally provided to groups of school districts must be 
taj^eted for New York City alone. However, considering that the city 
enroll^one-third of the state's public school population, it is 
hardly surprising that j this school district demands more time and 
services than any other district. (The second largest of the state's 
7A2 school districts has an 'enrollment that ifc only 5% of New York 

r V 
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City's.) In fact,, by designating New Yorfc City as a- single Local 
Education Agehcy, and not dealing with community school districts 
separately, the SED has probably achieved a major economy tff scale. 

Similarly, the extent of SED involvement with New York City's 
special -edn6at ion programs reflects the concentration of the stite's 
. special populations in New York City. Once again the ability to 
,deal with one district representing 36% of the state 1 s handicapped 
students should ease SED's administrative burden, rather than 
increase it. 

3) The NYSED has established a regional office in tfYC which 

processes and monitors some 13 categories of funded school programs 

(the largest of which is food management * and nutrition) and provides 

a very small amount of technical assistance. This office currently 

has 87 employees. Other administrative -functions are carried out 

in Albany. However, this office constitutes only 9% of the 950 NYSED 

staff devoted to ^elementary and secondary education and only 2% of 

the entire department. Again, this compares to the fact that a 

third of the public school students in the state are enrolled in 

New York City schools. ~* 

This issue of equitable distribution of state services to 

^ * 

New' York City goes along with our concern for equity in the distri- 
bution ot federal funds.- Both must be addressed in the coming 
months . 
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PART IV 

CQnclusions " ' . * 

fhe changes now going on at the .federal level do not bode well 
for the support, coordination, and delivery of public services, with 
public education in New York State no exception. New York City. 

j 

schools could be hift particularly severely. o The major problem, of 
course, is the substantial reduction in total dollars, an effect 
exacerbated by inflation. Moreover, the ^changes in Federal legislation 
and the court-required changes in £he appropriations decision process 
will confound the situation even further. In effect, the entire 
governance structure for coordinating services which receive, or are 
influenced by, federal monies will be altered. 

These governance structures carry out policy making, implementa- 
tion, and evaluation functions according to their stated missions. 
The#e three functions are served by a fourth: planning. All four of 
these functions will be affected by the reductions in money and the 
changes in law. Using this framework to summarize some of the^ 
points^ade earlier in this report: 

1) The mission, or who is to be served in what "relative order 
of priority, will be modified. Needy groups are^ likely to suffer. 

2) The policy-making function, decisions on resource allocation, 
is shifting from the federal to the state governments. This will be 
particularly true in New York State where, as a result of the above 
mentioned court ruling, struggles between the Legislature and the 
Governor's office for authority over federal funds may further . 
complicate the process. Furthermore, the expanded advisory staff 
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needed to sort out the new procedures will al&orb am increased share 
of the limited funds • 

x 

^3^) The implementation function is also likely to require more 
state level staff because of the increased responsibility for funding 
decisions thus reducing funds available for direct services. 

Moreover, ^ a spate of lawrsuits triggered by the loss of funds 
and necessary service reductions will keep the administrators busy ' 
defending the state's position. 

4 

4) The evaluation function, reviewing and auditing programs, 
particularly in the short run will probably Tse viewed as less 
important than getting programs launched. This, however, will * 
leave tt)e state open to charges of waste, abuse of power, etc. and 
could lead to more lawsuits and costly investigations as interest 
groups and localities seek to, maintain funding they need and ~f eel 
entitled to. 

5) Finally, the planning function is likely to be thrown into 

chaos. First, the changes inherent in the block grants and the New 

York court ruling have come suddenly, and virtually simultaneously. 
♦ 

Second, budgets seem no longer to be stable and fixed, but rather 
uncertain and in flux during the course of the fiscal year, with 
the*^pesult that actual budget appropriations are not known until 
the end of the budget year. In such a context planning attempts 
are futile. 

'in sum, pressures to decrease service dollars will result from 
a number of factor's: lower federal appropriations; pressure to 
•increase state level administrative and policy advisory staffs; 
inflation! lawsuits; poor planning; ^nci concomitant decreases in 
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s€a£e tax revenues resulting from federal tax cuts. Ift such a 
context one might expect that localities, in their search for new 
resources, will not only fight harder for every dollar but will 
invent "creative financing" mechanisms (such as a greater reliance 
on debt to pay for current operations) , some of which could pose 
lon^-term dangers. 

f In this new political environment, New York City will" have to 
be vigilant. As the largest sdngle entity and recipient of federal 
as well as state funds^ the city has a great deal to lose from the 
changes. Cities remain a popular target of abuse with little public 
appreciation for the needy groups which are^oncentrated within "their 
boundaries. New York City has always had to fight for its share of 
services from the state. 

» 

' The Japanese word for "crisis" is composed of two symbols which 
taken by their parts mean "a— threatening opportunity." Perhaps it 
is premature* to label evolving events a crisis. They are nonetheless 
threatening to public education. And it will take all the resources 
and imagination |,vailable -to Hew York City as well as New York State 
education officials and advocates to turn them into realized* oppor- 
tunities. * 
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APPENDIX 3 



PUBLIC SCHOOL ENROLLMENT IN NEW YORK STATE AND NEW YORK CITY ; 
TOTALS AND SELECTED CATEGORIES: 1978-79 to 1980-81 



(Source: NYSED, Bureau of Educational Data Systems) 



NYC 

19f&-79 

1979- 80 

1980- 81 



Total K-12 



Vocational 



Title I 



Bilingual 



Enrollment % of Enrollment % of Enrollment % of Enrollment^ % 



.996,577 
960,242 
941,159 



State 

Total 

32% 

32% 

33% 



111,421 
119,360 
135,085 



State 

Total 

28% 

31% 

38% 



434,983 
420,963 
NA 



State 
Total 
53% 
54% 



125,753 
126,199 
122,848 



State 
Total 
89% 
89% 
88% 



Han&lcaRped 
of Enrollment % of 
State 



55,454 
59,788 
78^944 



Total 
31% 
32% 
36% 



NYS (excluding 
NYC & BOCES) 



1978- 79 

1979- 80 

1980- 81 



2,064,334 
1,975,522 
1,897,234 



227,628 
212,745 
160,527 



384,806 
354,263 
NA 



14,482 
15,82^ 
16,049 



97,126 
99,370 
112,215 



BOCES 

1978- 79 

1979- 80 

1980- 81 



STATE Total 



22,889 
22,961 
21,978 ✓ 



57,296 
55,686 
55,349 



274 
154 
314 



2^,228 
27,745 
25,183 



1978-79. 

L979-80 

1980-81 



3,083,80jf 
2,958,725 
•*,860*371 



396,345 
387,791 
350,961 



819, 7£9 
775,226 
NA 



140,509 
142,182 
139,211 



181,808 
186,903 
216,342 
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Contract* 
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Contract* 
*To)act Ontata 



• ©tncr 
I in. wto. Toe. ■ Tarti, loot, 
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APPENDIX 4 

Revenue Potential to the NYC Board of Education of 
The New York City Educational Construction Fund 

Background 

The New York City Educational Construction Fund (ECF) was 

\ • 

created in 1966 to finance and develop schools in combination 

with housing or ' commercial office space. Established as a public 

benefit corporation, or "authority the ECF .was seen* as a vehicle 

for providing needed new school buildings for the New York City 

Board of Education in an ^expeditious and cost-effective way. As a 

public authority, th£ ECF was able £o^ operate outside the city's 

capita^ budget and debt limit. Also, the very constraints of 

development in New York City namely the high cost of land -- 

provided an opportunity th* ECF was intended to exploit. In brief, 

the ECF would provide a long-term— lease to a private developer for 

the "air-rights" above^a proposed school; th^t^iF, for the rigVit 

to build a stpicture ^.n the air space .above the, School building . 

within the limits allowed by ^zoning laws. The non-school portion 

of the development"-- a 'housing or office tower -- would then 

generate income to.the'-city two ways: first, through lease 

-payments for the air rights; 1 , and second through payments j.n-lieu 

of property taxeS. (Schools, like all public and most not-for-profit 
i 

buildings, are not subject to property taxes. Thus, under most 

circumstances K the land on which they are built would be removed 

from 4 the tax rolls. Private developers, through agreements with 

i 

the ECF, would arrange to pay a nego£jpajted amount instead of property 
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taxes.) Thus, it was hoped ElJF developments would offset the cost 
to the city of building new schools and perhaps pay for the new 
schools entirely. * 



Summary of Current Status _ 

The ECF has not fulfilled its original promise and is currently 

viewed with disappointment by many city and state agency $ of f icials 

familiar with its operation. A highly critical report on the ECF 

issued by the State Comptroller's Office, Division of Audits and 

Accounts (June 8, 1977) concluded: 

Hie ECF did not adequately fulfill the purposes for 
f which it was. established. • • 

The basic concept of building private, income 
producing structures over the schools (piggyback) 
so as to make maximum use of limited land, derive 
income from the sale or lease of previously unpro- 
ductive air rights and obtain tax - income from 
improved property previously non-taxable, was not 
accomplished. 

The opinion of the State Comptroller's Office has not changed 
in the four years since that report was first issued. 

The issues are quite complicated. The critics of the ECF 
argue that it did not produce income generating properties (only 
three of the 13 projects the ECF finished are profitable), it did not 

j 

produce schools in areas of greatest need (which tend to be in inner 
city, low land value areas), nearly as many projects were aborted 
as were completed, the ECF mismanaged and wasted funds, and, most 
important, the city had to "bail the l^F out of near bankruptcy in 
1975 because it was not self sustaining. 

The ECF counters these charges. Most of the projects the ECF 
developed are not income producing ^because the greatest need was 
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for subsidized housing. Thus ECF projects served a social purpose 

not adequately addressed in the city. It was unable to .build 

♦ 

schools in high need ghetto areas because* of the realities of real 
estate development in the city. The charges of poor management 
(some of which they say were petty, some standard practice) were 
addressed at the*%ime of the audit. And on the most serious concern 
of all, that of income flow and bail out, the ECF argues that it 
was the victim of politics during the city's 1975 fiscal crisis. 
The ECF contends that, og^balance, its revenue picture is positive: 
although most of its' projects are income losses, one, a downtown 
telephone buildirig, produces rents of $7 million which outweigh all 
other losses* That money, now going directly to the city to retire 
an $81 million bond issued in 1975, will represent unencumbered 
income within a period of six or seven years, according to the ECF. 
Finally, the city is considering floating another bond of about 
$50 million in the near future to cover remaining ECF costs. 

* 

Summary 

Whatever income produced by ECF projects goes directly to the 

general city treasury and is onl^ indirectly dispersed to the NYC 

• • « 

Board of Education — in proportion, one may assume, to its share' 

of the city's budget. Whether or not the net result of ECF project^ 

A 

is an income contribution or deficit to the * city and/or whether the w 
subsidized housing produced by that "agency represents a cos"t-ef f ective 
social contribution are both questions that would require further 
investigation. ^ 
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